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encumbrances* Thus debt is diminished just wtten the
nation can best afford to do something for posterity."--
But Mr. Gladstone's legislation of 1866 still left British
finance open to the objection that in years of peace
there was no substantial permanent provision for
reducing debt, and that if an incautious Chancellor
of the Exchequer overestimated his revenue there
would be an actual addition to the debt. This
defect was happily remedied by Sir Stafford Northcote,
who established what is called the new sinking fund
in 1875, by the Act of 38 and 39 Viet*, c. 45. This
Act provided that the annual charge for the debt should
exceed by a substantial and increasing sum the actual
interest required, and that this excess of charge over
interest should be employed by the Commissioners of
the National Debt in reducing national liabilities. This
new sinking fund has always been temporarily suspended
by statute during war in obedience to the principles
above established, and it has been from time to time
modified and reduced when the interest charge fell*
The principle, however, that a permanent sinking fund
of a substantial amount should be provided for in every
peace budget, in addition to realised surpluses, has been
on the whole well maintained, and in fact the largest
reductions ever brought about in the National Debt were
effected by Mr. Asquith as Chancellor of the Exchequer
in the years 1906, 1907, and 1908, through the opera-
tions of the old and new sinking funds, the latter having
been raised to some ten millions sterling annually* It
was reduced to seven in the budget of 1909 by Mr.
Lloyd George who also proposed to divert the old sink-
ing fund, z*e., the annual surplus, if any. of each year,
to the purposes of developing the agriculture, forests,